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Abstract

Background Demographics

The 2007 financial crisis was caused by the rise of
predatory mortgage lending to unsuspecting and even
unqualified consumers. Financial intuitions purchased
trillions of dollars of investments in sub-prime mortgages,
and as individuals were unable to pay for their mortgage, a
global financial crisis ensued. Predatory lenders
intentionally targeted communities of color, causing African
Americans to disproportionately purchase subprime
mortgages. The effects of the recession have been
extensively studied in poorer regions. However, minimal
literature examines the effect of the 2008 housing bubble
collapse. This research examines how wealth, especially
with respect to real estate, varies between white and black
households in the affluent county of Fairfield, CT pre- and
post-2008 recession.

Detailed population analysis reveals that racial segregation
persists as the African American population is largely
clustered around the city of Bridgeport, as well as small
slivers in Stamford and Norwalk.

Research Objectives
• Analyze racial disparities in predatory lending prior
to the 2007 financial crisis in Fairfield County, CT
• Determine the wealth and home equity variation
between races in Fairfield County, CT pre and post
2007 financial crisis

Literature Review
After 9/11, the Federal Reserve Bank of the United States
lowered interest rates, making it more affordable for
individuals and institutions to obtain a loan, as they pay a
lower percentage of interest on their principal loan value.
This greatly expanded access for potential buyers to
secure a mortgage. Individuals with a history of payment
delinquencies, lack of income, and no assets were all
offered mortgages to purchase houses that they would not
be able to typically afford. A study conducted by the U.S.
Department of Housing and Urban Development (HUD)
shows that subprime mortgages are over three times more
likely to occur in low-income neighborhoods compared to
high-income neighborhoods, and five times more likely to
occur in Black neighborhoods than in white
neighborhoods, even when including risk-adjusted
variables. Replicated research has arrived at similar
conclusions, showing that the percentage of African
Americans and minorities is positively correlated to
subprime mortgage share throughout the United States.

Results continued
the disproportionate impact on African American
communities that persist today (Figure 3 and 4).

Bridgeport, CT Old Greenwich, CT
Median Home Value

$

279,000 $

1,900,000

Average Household Income $

46,662 $

222,740

Percent Black

35.09%

1.20%

Table 1. Demographics of two towns in Fairfield County
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Certain regions, such as
Bridgeport experiences
a significantly higher
rate of foreclosure on
their homes (Figure 2).
Visual evidence makes
it clear that the regions
that saw a high rate of
foreclosure
are
the
same
ones
where
Figure 1. Estimated Foreclosure Rates for Selected
African
Americans Census Tracts in Fairfield County, CT in 2008
predominantly reside.
Furthermore, macroeconomic trends in the United States
reveal that African Americans are at the highest risk for
imminent foreclosures out of any racial group, showing
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Certain regions experienced a
significantly greater proportion
of high-cost loans (Figure 1).
The majority of Fairfield had
<10.32% of all 2007 home
loans be high cost. However,
certain regions had >30.52%
high-cost home loans, such as
Bridgeport, parts of Danbury,
and parts of Norwalk. All of
these regions have a high
proportion of African Americans Figure 1. Percent of home
residing there.
loans that were high cost in
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Figure 3. Regions where
the majority of white
households own their home
from 2015-2019. Grey
regions indicate those
where there is no data
available

Figure 4. Regions where
the majority of black
households own their home
from 2015-2019. Grey
regions indicate those
where there is no data
available

Conclusions
Predatory lending practices eventually led to the
collapse of the housing market in 2008. Mortgage brokers
specifically targeted minorities and low-income individuals
to purchase subprime loans. Furthermore, African
Americans nationally were disproportionately targeted and
harmed nationally due to the recession. This report aimed
to investigate discriminatory lending practices and the
effects during and after 2008 in a wealthy county, instead of
a large urban center. Research into Fairfield County,
Connecticut revealed that predatory lending practices here
still specifically targeted African Americans. Furthermore,
neighborhoods with a high black population were
significantly more likely to foreclosure on their homes. It
was found that even in a wealthy county such as Fairfield,
Connecticut, there are major disparities that persist in the
housing market before and after the 2008 housing bubble
collapse.
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